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National Defense Topline

(Discretionary § in Billions)

FYO02 FYO3 FY 04 FY 05 FY 06 FY 07

Budget Authoritv
DoD Discretionary 331.2 3693 3879 4088 42906 4514
3.2

Crvilian accrual ™

War contmgency 10.0
Revised DoD (051) 3343 3793 387.9 408.8 429.6 451.4
DoE - 053 151 156 159 162 165 169
Other - 054 1.3 1.2 1.3 1.3 1.3 1.3
Total National

Detense (050) 350.8 396.1 4050 4262 4474 4696

* Included imn DoD budget FY 03-FY 07; FY 02 ghown for information only



FY 03 DoD Budget

(Discretionary Budget Authority)

Dollars in Billions

FY 02 Enacted Budget 331.2
o Intlation +6.7
e Topline mcrease #13.3
e Homeland Security increase +0.6
e Nuclear Posture Review +0.7
e Accruals: +11.4
¢ Nhlitary over 65 health care +8.1
¢ (Crvilian retirement/health care +3.3
o Tranzfers to other agencies/ accounts -4.1
o Cost of war 19 4
e Contimmgent wartume operations +10.0

FY (03 Budget request 379.3



FY 03 DoD Budget

(Budget Authority, $ in Billions)

02 Enacted Budget 331.2
Inflation +6.7
“Must Pay” bills: +14.1

Malitary over 65 health care accrual +8.1

Crvilian retwement/health care acciual 3,3

Military & Crvilian pay raises + 2.7
Realistic costing : +7.4

Realistic weapons costing +3.7

Fund readmess/OP TEMP O +3.1

Depot mamtenance +0.6
Program cuts -9.3
Baseline FY 03 requirements 350.1
C'ost of War +19.4
Reviged Baseline 369.5
FY 03 Budget 379.3
Available for all other requirements +9.8




Trade-Offs Made

Malang Changes to What We Fund Deciziong to Fund Hizher Priorities

o Termunated programs not i line with  «  Some procurement rates not at
strategy or not meeting performance replacement level
* DD-21, Navy Area Missile Defense, 18 *  Shipbuldmeg
Army legacy programs, Peaceleeper e Tactical aircrali
s Restructured programs not meeting e Faster erowth in 8&T
hurdles & i

Held at realistic capacity

. .8 g Q. . . g : X
V-22, SBIRS-Low e Focuging recapitalization of legacy
e Managing assets m a more business- forces
like manner *  Reduced buys of legacy systems

* B-1 consolidation to support funding of

e Modermzing the infrastructure
B-1 modermzation

_ ; * Rate slowed by base closure dates
» Accelerate retirement ot aging systems

» F-14, 5-3, UH-1 hehcopters, DD-963



Programs Reduced in FY 03 Budget

(Budget Authority, $ in Billions)

Program FY 03 Reductions
« Reduce LPD-17 production from 2 to 1 1.1
« Restructure Low Altitude Space baged IR system 0.8
o« Ternunate 18 Army legacy systems 0.5
« Delay SH60-R development 0.4
« Reduce EELV procurements 0.4
« Deter low priority Military Consgtruction projects 0.4
« Phase out ot legacy ships/awcraft 0.4
« Reduce HQ Staff 0.2
« Reduce Defense Agencies 0.2
o Terminate Navy Area Migsile Defense system 0.1
o  Other minor changes 4.8
Total Reductions 9.3



FY 03 DoD Budget

(Discretionary Budget Authority)

Defense Health
Program 3.9% ___——

", Accruals

N\, 6.1%

Research and
Development 14.2%

$379.3 Billion B

Operation &
Maintenance 34.9%

Procurement 18.1% 4

* Includes Military Construction, Family Housing and Eevolving Funds



DoD Discretionary Toplines

($ n Billions)
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FY 02 Baseline 060 3144 332 3322 345 3511

FY 02 Amended Budgpt Request 328 9

FY 03 Budgst 3344 3793 3BTS 4083 495 4514

Dollar ctange FY02/F Y 03 284 649 647 766 881 1003 4230

P ercert Change 9.3 20.6 20.0 231 258 25 8 !



Funding Increases FY 02 Baseline-FY 03 Budget

($ in Billions)

Cumnulative FY 02-07 Operation & Waintenance
increase $146 billion

Currnilative F ¥ 02-07 Military Personnel (includes DERF and War Contingency)
increase $82 hillion

Crutrlative F'f 02-07 EDT&E
increase $99 hillion

Cutmlative FY 02-07 Procuretnent
increase $52 hillion

--|l|[l||“l




DoD Budget by Service

(Discretionary Budget Authority, $ in Billions)

FY 02 FY 03 Change

e Army 80.9 90.9 +10.0
e Navy/Marine Corps 98.8 108.3 Q5
o Aiur Force 043 107.0 2.7

o Defense Emergency

Response Fund 35 20.1 +16.6
o Defense Wide * 53.7 52.9 -0.8
Total 331.2 379.3 +48.1

* Includes Defense Health Program



FY 2003 Defense Budget

Balanced Program to Advance President’s Prionties

e Fight and win war on terror
e Maintain morale and readiness of US mulitary
o Transformation: to create military for the 21% Century

e Continue to improve DoD management operations

10



Fight and Win War on Terror

Root out terrorists. terminate gpongorship by state and non-state
entities, and reduce threats posed by weapons of mass destruction

Improve warfighting readiness of our forces by mcreasing traming
resources and enhancing joint traming and experumentation

Invest m preferred mumtions -- IDAM, LGBz, remanutacture
Tomahawk

Upgrade mtelligence capabilities

Accelerate Unmanned A Vehicle/Unmanned Combat Air Vehicle
(UAV/UCAYV) funding

Contmue to improve C?and space capabilities

Improve torce protection 11



Fight and Win War on Terror

($ in Billions)

FY 00 FYO01 FYO02 FYU03

e Combating terrorizm 4.6 5.2 6.7 7.9
e FY Ol supplemental (Sept01) 13.7 03
o FY 02 anti-terrorism amendment 357
o FY 02 supplemental (March 02) TBD
e FY 03 long-term related

requirements 9.4
e FY 03 cost new operational

requirements 10.0
Total 46 18.9 10.5 27.2

¥ Includes $0.1 billion m Military Construction i3



Fight and Win War on Terror

e Antiterrorism — $9.3 Billion in FY 03
* Defensive measures to reduce vulnerability to terrorism
* Enhance torce protection tor in-transit forces and improved security at

foreign ports

e Counterterrorism — $0.7 Billion m FY 03

o  Offensive measures to prevent, deter, and respond to terrorism.

o Consequence Management & Intelligence — $0.6 Billion
m FY 03

o Activities to alleviate damage and loss of lite 1 response to acts of
terrorism.

o (Collection, analysziz, and dizzemination of intelligence to protect, deter,
preempt, or counter terrorist threats 13



Maintain Morale and Readiness of US Military

L

Continue investment in our people
o« Payv: Fund FY 03 nulitary pay at 4.1%, ahead of mdex of 3.6%, and additional amounts
up to 2% for the nud-career force
o Health Care: Fully fund health care: mplement “TRICARE for Life™ accrual
» Housing: $4.2 billion to uprove/privatize housme and lower out-of-pocket expenses for
off-base housmg to zero by 2005
Forces ready when needed
o Substantially fund readmess accounts — flyme hours, steanung days, tank nules,
mamtenance backlogs — with only mmor shortfalls
» Establish a standmg Jont Force Headquarters for the combatant CINC's to unprove jomt
tramimge and readmess
Replace and modernize facilities
o Defer nulitary construction projects to reflect delay m additional round of base closures m
2005
o Program nealy $20 illion from FY 04 to FY 07 to reduce recapitalization rate to goal of
67 vears by FY 06
* FY 03 budget somewhat lower than FY 02; mereases m conjunction with base closures
* Increase sustamment money to unprove existing facilities 14




Military Personnel

(Budget Authority, $ in Billions)

FY 02 FY 03
Overview:
o  Army 304 35.6
« Navy 21.2 24.0
o« Marmne Corps 7.8 9.1
« Aw Force 22.6 25.5
Total 82.0 94.3
Highlights:

« Fund military pay raige at Employment Cost Index plus 1/2% (4.1%)
« Fund additional targeted pay raise up to 2% tor the nud-career torce

« Reduce Bazic Allowance for Housing out-of-pocket costs for military
members from 11.3% to 7.5%; eliminate by FY 03

o  Active duty personnel end strength of 1,389,700

o Selected reserve and guard personnel end strength set at 864,600
15



Operation & Maintenance

(Budget Authority, $ in Billions)

S FY 02 FY 03
Overview:
e Army 21.9 31.0
e Navy 3.l 34.0
e Auw Force 31.9 34.0
e Detfense Emergency Response Fund 3.4 20.1
e Defense Wide * 334 31.2
Total 1257 150.4
Highlights:

Sustain significant funding to meet realistic readiness and training requirements

o Increaze Army tank miles to 849 m FY03 from 831 in FY 02

o Increase Navy tactical flying hour program to meet goal of 89%0 of requurements,
up from 84% m FY 02

« Fully fund 1.3 million Awr Force flying howrs, as m FY 02

¥ mcludes Defense Health Program 16



Do) Health Care

(Budget Authority, $ in Billions)

. Y 02 FY 03
Overview:
Health care costs 18.3 224 %
Highlights:

Increase i benefits has made this one of our tastest growing accounts.
The FY 02 budget realistically funds these health care costs:

* Pharmacy costs grow at 15%

* Managed care support contracts/other private sector care grows at

12%
* Miltary treatment facilities grow at 6.2%

* Funds accrual payments for Medicare-eligible retirees

* Retlects health care accrual costs in Military Personnel accounts i



Military Construction/Family Housing

(Budget Authority, $ in Billions)

FY 02 FY 03
Overview:
Military Congstruction 6.5 4.8
Family Housimng 4.1 4.2
Highlights:

e Delay military construction projects to align with delay m
BRAC

e Family Housmg funding mcreased to emphasize Quality of Lite
(2 new cluld care centers, 7 new pliysical fitness centers)

e Increased emphasiz on sustamment and Quality ot Life
(46 new Barracks)

e Services are funding 91% of the sustamment requirement vs.
89% m FY 02 1



Transtformation Themes

Move toward “maneuver and air dominance™ - increasingly
all-stealth fighter force and future combat system

Introduce concept of a new “triad” to integrate strategies

* Nuclear, conventional offensive and defensive; and the C°I
systems that make them work

Enhance information dominance and space operations

Invest in smaller, more accurate weapons for mmimum
collateral damage

Fund Missile Detfense at $7.8 billion in FY 03 to reach
$11.1 billionin FY 07 19



Missile Defense Program

(Budget Authority, $ 1in Billions)

FY 02 FY 03
i qew:
¢ Mssile Defense System 0.8 1.1
« Terminal Defense 0.1 0.2
o  Midcourse Defense 3.8 3.2
s Boost Defense 0.6 0.8
« THAAD 0.9 1.0
e« PAC-3 0.9 0.6
« MEADS 0.1 0.1
o Other 0.6 0.9
Total 7.8 7.8
Hichlichts:

e  Temmunate Navy Area Theater Ballistic Missile Defense program
«  Slip Space Based Infra-Red System-Low (SBIRS-L) 2 vears
» Increase Sea, Aw and Space based boost programs

o  Establish Missile Defense Agency and jomt covernment/contractor Missile Defense
National Team for system mtegration

20



Transformation Highlights

Trident submarines:
e Convert fowr submarmes to SSGNg - $1.018 mllion

Army Transformation:
s+ Advance the Army’s Future Combat System - $707 nullion

Space capabilities:

o Continue development of the Advanced Extremely High Frequency Satellite
Communications System - $826 mullion

s  Accelerate development ot the Space Based Radar - $43 nullion

s Continue pronuging space control mitiatirves - $40 mullion

Unmanned vehicles:

s Accelerate improvements for Global Hawk - $629 mullion

¢ Accelerate development of UAVs with new combat capabilities - $141 muallion
¢« Procure, upgrade and arm Predators - $158 mallion

« Bezin development of Navy's Unmanned Underwater Vehicle - $83 million
21



Transformation Highlights

Surface warfare:

« Imtiate DD(X) to msert new technologies into all future surtace combatants -
$961 million

Advanced intelligence capabilities:

« Expand wideband, secure, global communications network - $1.3 billion

s  Provide persistent, responsive and robust intelligence collection; better information
to the warfighter faster - $3.3 billion

Precision strike munitions:
s+ Develop the Small Diameter Bomb - $54 nullion

22



_New Strategic Triad for 215t Century

Pursue further nmlateral reductions to 1,700-2,200 operationally
deployed strategic warheads i next decade

Retire Peacekeeper missile

Enhance conventional capabilities, mcluding active detenses, and
C4ISR capabilities to gerve as new strategic legs

* Convert four Trident submarmes to SSGNg - ($1,018 mallion)
* Modermize strategic command and control - ($154 million)

* Enhance DoD strategic systems mirastructure - ($89 muillion)

23



Procurement

(Budget Authority, $ in Billions)

e FY 02 FY 03  FY 03-07
Overview:

e Army 11.6 13.8 3
e Navy/Marime Corps 24.3 24.9 157.9
e A Force 22.2 27.3 159.9
e Detfense Wide 3.0 2.8 13.4
Total 61.1 68.7 408.5
e Procurement m DERF 3.2

Highlights:

o Increaze equipment for Special Operations Command
(e.g on-board sensors to detect and counter mizsile threats; towed decovs and low-band jammers

to defeat radar guided missiles; 4 AC-130TT gunships)

e Fund 5 ships and SSGN conversions mn FY 03
(1 S5M-774 Virginia class submarine, 2 DDG-51 Arleigh Burke class destroyers, 1 LPD-17
Amphibious Transport Dock ship, and 1 T-AKE Combat Logistic Force ship)

o« Increasze F-22 awcraft production from 13 to 23 24



Low Density/High Demand

Global Hawk (UAV) - ($629 million)
* Buy 3 air vehicles - (5170 nullion)

* Accelerate planned evolutionary development - ($306 nullion)
Radar range mprovements and SIGINT

* Begin development of an operational maritime TAV - ($152 nullion)

Unmanned Combat Awr Vehicle - ($141 million)
* (Continue development of TCAYV to begin operational asgessment in FY 08
MH-53 Extension - ($85 million)

o Tnstall an Advanced Dhrectional Infrared Countermeasures
System - ($31 mallion)

* Extend life of MH-535 to 2011 due to delays in CV-22
Predator - ($158 million)

* Buy 22 new aiwr vehicles; upgrade and arm remaining tleet
25



RDT&E

(Budget Authority, $ in Billions)

FY 02 FY 03
Overview:
e Army 7.0 6.9
e Navy/Marme Corps 114 12:5
e Au Force 14.5 17.6
e Detense Wide 15.5 16.8
Total 48.4 53.9
Hichlichts:

« Fund DD-X ghip development
e« Continue Joint Strike Fighter development
e« Accelerate Special Operations Command capabilities
« Fund Advanced Extremely High Frequency satellite and laser communications
¢  Sustain mntelligence and other science and technology (S&T) efforts
o« Fund S&T at 2.7% of Topline
26



S&T Funding

Investing in the Points of Leverage

e Army — future combat and soldier systems, medical technology.,
basic research

e Navy — mine warfare, RF systems and electronics, undersea
systems, basic research

e Air Force — gpace, directed energy, awwrcratt propulsion, basic
regearch

o Accelerate technologies — space communications and DoD
mtelligence/knowledge

FY 02 Request FY 03 Fequest
S&T Funding - (§ in Billions) 8.8 9.9
S&T %6 of Topline 2.7 2.7

27



